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With the passage in early September of a law ending the state monopoly on telecommunications,
El Salvador's Legislative Assembly (Asamblea Nacional) has paved the way for privatization of
the Administracion Nacional de Telecomunicaciones (ANTEL). Despite labor opposition to the
sale of government enterprises, President Armando Calderon Sol's administration is pressing to
complete the bulk of privatizations before the end of the year. Although the president has made
state modernization and privatization of state properties a priority since his inauguration in 1994,
no major state enterprise has been sold and no general privatization law was even passed until
September of this year.
Private-sector leaders worry that the sluggish pace of the privatization process, largely confined to
discussion of its merits, is holding back expansion in the private sector. Therefore, the president has
been under intense pressure to begin a serious privatization effort with the sale of such plums as
ANTEL and the electric power utility Comision Ejecutiva Hidroelectrica del Rio Lempa, CEL (see
NotiSur , 03/21/96). The first serious push forward in privatization was the sale in July of three stateowned sugar mills. Under the law authorizing the sale of the mills and distilleries, 55% of the shares
were to be sold to cane growers, 15% to mill workers, and 30% to the public through the Salvadoran
stock exchange.
A last-minute proposal from the farmers' union (Union Nacional de Entidades Agropecuarias,
UNAGRO) that growers and workers be allowed to purchase all the shares was rejected by the
Assembly. Between July 12 and July 16, La Cabana, La Magdalena, and Chaparrastique mills sold
their shares on the exchange. Sale of La Cabana led to a serious complaint from growers and
workers that two members of the board of directors of the government's sugar institute (Instituto
Nacional del Azucar, INAZUCAR) manipulated the sale to gain control of the company. Growers'
representative Jose Ortuno accused Jaime Alvarez and Alfredo Pacas of failing to notify potential
buyers of the sale date, leaving 108 unsold shares, which the two men then used to vote themselves
into a controlling position of the new company.
A fourth mill, Chanmico in the department of La Libertad, is to be dismantled and moved to the
department of Usulutan where it will be privatized. Growers in La Libertad have sued in the
Supreme Court of Justice to stop the move because they will be shut out of any share in Chanmico.
More important in the privatization campaign is ANTEL. After nearly two years of sporadic labor
protests over the impending sale, the law to privatize ANTEL and end its monopoly status passed
the Assembly on Sept. 11.
When the administration introduced the bill in late August, ANTEL president Juan Jose Daboub
argued that privatization would bring the government much-needed revenue and would stimulate
growth in the private sector. For customers, it would improve service and lower rates through
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competition, he said. During the debate on the bill, Deputy Roberto Lorenzana of the Frente
Farabundo Marti para la Liberacion Nacional (FMLN) charged that the law was unconstitutional
and read a section of the Constitution that prohibits the establishment of any monopoly other than
a state or municipal monopoly unless the public interest requires it. Lorenzana also said that the
bill will deregulate telecommunications and leave decisions about service and rates entirely in the
hands of the private sector. However, the government points out that ANTEL will be split into two
competing companies, allegedly demonstrating that competition, not monopoly, will result from
privatization.
The administration has also tried to defuse concerns about a lack of control over the privatized
system by installing regulatory agencies. Pending in the Assembly is a bill to set up an
energy and telecommunications regulatory agency (Superintendencia General de Energia y
Telecomunicaciones), another to regulate monopoly practices (Ley de Competencia), and a third
to regulate the privatization process itself (Ley de Privatizacion). Nevertheless, these assurances
have not ended labor opposition. ANTEL unions mounted a street demonstration on May 20 and
proposed a series of other actions. In June, the National Civilian Police (Policia Nacional Civil, PNC)
announced that it had uncovered a "terrorist" plot by several unions to stop privatization and the
entire state- modernization process.
The plan included street demonstrations, occupation of ANTEL offices, work stoppages, and
physical attacks on officials of ANTEL, CEL, and the Public Works Ministry. Vice Minister of Public
Security Jorge Alberto Carranza suggested that communists and various unnamed foreign interests
might be behind the conspiracy. Leaders of the Asociacion Salvadorena de Trabajadores de ANTEL
(ASTA) admitted that their union intended to take action against privatization but denied any plan
to engage in terrorist acts. Unions say they oppose the privatization because it is a giveaway of
public assets, that it merely changes ANTEL from a state to a private monopoly, and that the process
of privatization is unconstitutional.
Workers also say that ANTEL should not be sold because it is a profitable enterprise, earning 23%
net profit on sales in 1995. Daboub, however, countered that ANTEL's profitability is a "fallacy" and
that, anyway, the public pays for ANTEL's "monopolistic surplus" with bad service and six-year
waits for telephone lines. Still, the criticism gained strength in June, when the Assembly approved
the transfer of US$116 million of ANTEL's profits to the central government to pay for prison
construction and other public works. The transfer raised questions among critics of privatization
who expressed surprise that the company had so much idle money. Deputy Roberto Viera of the
Partido de Renovacion Social Cristiano (PRSC) noted that the transfer equaled 60% of ANTEL's
current budget allocation.
Deputy Gerardo Suvillaga of the governing Alianza Republicana Nacionalista (ARENA) defended
the transfer, reminding the opposition that ANTEL was to be sold because of its inability to meet
the demand for service, not for its financial health. But Viera and other deputies asked why ANTEL
did not use the surplus to install new telephone lines and reduce the enormous backlog of service
requests. Viera speculated that the transfer was designed to impoverish ANTEL and then portray
it as so inefficient that it must be sold. Final action on the ANTEL sale is expected before the end of
the year, with 50% of its shares sold through the New York Stock Exchange, 45% sold to a foreign
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partner, and 5% sold to ANTEL workers. A consortium of two US-based firms, Morgan Stanley and
Citibank, was selected in May to advise the government on the sale of ANTEL stock.
In late September, Morgan Stanley/Citibank will head a delegation of government and ANTEL
officials to Washington, DC, to promote the sale among potential investors. Along with ANTEL,
the government is planning to complete the privatization of CEL by the end of the year. Eighty
percent of CEL's shares will be sold to foreign investors and 20% to CEL workers. The four regional
electric-power distribution companies have already been partly privatized and are operating
independently. Once they are fully privatized, what remains of CEL is to be restructured, though
not entirely privatized. Privatization of CEL encountered less labor opposition than has ANTEL,
although the CEL union (Asociacion de Trabajadores de CEL, ATCEL) asked the Assembly to
exclude government assets, such as hydroelectric plants, from transfer to private hands.
As in many other privatization cases, the unions fear that the new owners will fire many workers. An
ATCEL official predicted that the distribution companies would fire 1,300 workers and then rehire
them under less favorable wage and working conditions. Another major privatization plan is to
shift government pension funds from the social security institute (Instituto Salvadoreno del Seguro
Social, ISSS), the public employees institute (Instituto de Prevision del Empleado Publico, INPEP),
and the armed forces (Instituto de Prevision de la Fuerza Armada, IPFA) to private investment
plans. According to government estimates, these funds are now, or soon will be, insufficient to cover
pension payouts. INPEP, for example, will go broke within five years if reforms are not made.
Furthermore, official figures show that 28% of current pensioners receive only the minimum
monthly benefit of US$62.20, which is less than half the minimum wage of US$130. The proposed
pension-reform legislation would close these funds to further worker contributions and force new
employees to contribute to the private system. Current contributors would have the choice of
staying with the government funds or contributing to the private plans, which Instituciones Privadas
Administradoras de Fondos (IAF) would manage. A Superintendencia del Sistema de Pensiones
would oversee IAFs and the remaining government funds. As in other privatization schemes, the
pension proposal has many critics. Union leaders question whether the government can guarantee
that privately administered funds will be managed for the social good instead of for profit.
The administration is also preparing legislation to privatize the customs service, ports, airports,
highway construction and maintenance, tourist facilities, and ambulance and certain other hospital
services. The ports and El Salvador International Airport will not be sold outright, however. Instead,
the government will retain ownership of the facilities and turn over their operation to private
companies through concessions. Right now, 60% of the airport's operations is already handled
by private firms. [Sources: La Prensa Grafica (El Salvador), 05/09/96, 05/14/96, 05/20/96, 05/21/96,
06/01/96, 06/03/96, 06/04/96, 06/05/96, 06/07/96, 07/10/96, 07/11/96, 07/12/96, 07/31/96, 08/01/96,
08/14/96, 08/29/96; El Diario de Hoy (El Salvador), 05/03/96, 05/21/96, 06/03/96, 06/05/96, 06/06/96,
06/08/96, 06/10/96, 07/10/96, 07/11/96, 07/16/96, 08/24/96, 08/28/96, 08/29/96; Agence France-Presse,
07/14/96, 09/12/96; Inforpress Centroamericana (Guatemala), 07/25/96, 09/12/96]

-- End -©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 3 of 3

